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Essentials of Budgeting Technique 


By Cuester P. Grassmuck, Director, Department of Planning and Research, 
Tidewater Oil Company 


USINESS men are coming to realize that coordination of departmental 

activities is necessary for the maintenance of a unified business policy and 
that coordination can best be accomplished by having the plans of each de- 
partment submitted on paper for the consideration of the executives. Too 
often plans are in executives’ heads. They are coming to realize that we 
cannot afford to have our plans for the future dependent upon the memories 
ofa few men. All of which points out that we must have a systematic pro- 
cedure for recording past and present information and future plans and sub- 
sequently reporting how these plans have been carried out. 

Since 192I magazines and business periodicals have had much discussion 
on this subject, leaving quite a few of us with the idea that budgetary control 
is difficult, expensive and involves a large amount of red tape. If I were 
asked to define this term I would say that Budgeting is a scientific method of 
planning operations and estimating costs of the various phases of a business 
by coordinating all functions and controlling the results obtained by a com- 
parison with the estimates made. 

It is primarily a means of securing internal control of every phase of a 
business. This control may be effected by preparing in advance a plan of 
action and a definite program with estimates of what the result of such a pro- 
gram will be. 


There are several essential features in every installation of budgetary 
control. 


1. Statement of General Policies for a period of years and for the 
Budget Period. 
2. A coordination of all budgets. 
3. Comparable reports. 
131 
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In the production of raw material, or its manufacture, or in sales promo. 
tion, few of us could plan our work if we did not know what was expected 
of us. Therefore, the first step necessary before attempting to plan the pro- 
gram of any unit of the organization, is to have established the general long. 
term policy of every function ; to cover say a period of five years. 


Such basic production questions as these arise in the oil industry; 


1. What goal have we set for production? 
a. Is it to produce all of the crude required for our presen 
refinery operations? 
b. What daily production will meet these requirements? 


2. What time should be allowed for the attainment of the produ. 
tion goal? 
a. Should our progress toward this goal be even over the 
period, or should the development be more rapid during 
the earlier or the latter part of the period? 


3. Where should emphasis be placed as between developing produc. 
tion and building up of reserves? 


4. In what fields do we seek to expand our production operations? 
Is the development of foreign production contemplated ? 


5. In what way will our capital and cash requirements be affected by 
the foregoing ? 

Again in the Marketing Division we have questions pertinent to policy: 

1. What will the policy be regarding marketing direct to dealers? 

a. Should we expand laterally or reduce our costs in present 
locations by additional bulk stations or both? 

b. Should we go after the business created by jobbers? 

c. Should we attempt to guarantee our output by means of 

(1) Company owned filling stations, 
(2) Company controlled filling stations, 
(3) Special price contracts with dealers, 
(4) Some other special arrangement. 

d. Should we endeavor to hold our gasoline business by in- 
creasing the distribution of the number of pumps ant 
tanks with dealers, making up the loss of some large ac- 
counts, by a large number of small accounts? And in 
Veedol to increase our sales by the distribution of dealer 
equipment. 

2. Should the Sales Corporation be given the output of our Wester 
Companies’ gasoline to help increase Veedol sales from their pres- 
ent point of per cent of potential to a place comparable with the 

Eastern Departments’ per cent of potential ? 
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3. The feasibility of making exclusive contracts with large accounts 
in territories where our potentialities are good, but our immediate 
results not so good ? 

4. What is the desired profit for 1926? 

5. Is our price structure sound ? 

6. Is the division soundly organized to carry out all policies? 


Such questions as these must fix the general policy for the coming year. 


Preliminary Steps 

The most important question to be decided is to what extent budgets are 
to be carried. Are we to have merely an expense budget, or merely a sales 
budget or should we have complete budgetary control? Budgeting is not a 
new idea; all companies probably do some form of budgeting, but in installing 
a budgetary program, the long-term policy should help decide how to attack 
the problem. 

It is my opinion that the average concern can budget all their operations. 
The Tide Water Oil Company is a complete unit—we produce crude, trans- 
port it, refine it, sell the finished products, distribute them and collect the 
money to invest in more leases, etc., and we budget every operation. This 
was only possible because of the second important preliminary step, that of 
obtaining personnel co-operation. 


The successful operation of a budget system depends to a great extent 
upon the ability of the management to enlist the co-operation of every em- 
ployee in a supervisory or managerial position. These men may be willing to 
estimate operations for a future period, but unless they co-operate to the 
fullest extent to keep actual performances within the budget, the real purpose 
of the budget, namely, the control of every phase of the business to secure the 
most economical operations, will be defeated. 


The last of the preliminary steps—which must be decided is the length 
of the budget period—this depends upon the factors affecting each business, 
seasonal demand, accounting period, method of financing, etc. Most concerns 
use a year as their budget period with revisions when necessary at the quarters. 

Inasmuch as the first step in management is planning, I believe that the 
best results will be obtained if a budget committee is formed, comprised of 
the major executives with the man responsible for the installation of the 
budget as Secretary. I believe that Committees should stop right here—I 
know that I am very nearly alone in this viewpoint, but my experience with 
Committees in large organizations has been decidedly unfavorable. However, 
others are of the opinion that numerous committees will simplify the instal- 
lation and educational work. I feel that talks by the Director of the Budget 
or written propaganda can be made just as effective. 

I believe that the following points helped sell the idea of budgetary con- 
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trol to our major executive: (1) our greatest profits of the future will com 
from our savings in operating expenses. To illustrate—if our company ¢. 
creased expenses in 1926 by 2 per cent of our gross income, our net income 
would increase 17 per cent. (2) Waste of time, material and finances cay 
be reduced through careful planning. (3) That planning will simplify oy 
records, eliminate unnecessary red tape and reports. Our organization is func. 
tional, permitting specializing and control. 


Forms and Instructions 


It was decided that the budget period was to cover a calendar year, 
When the problem was first approached, I knew that our hardest job would 
be in the Producing Division. It was here that I decided to start ou 
budgetary plans—the hardest job first and the first job in the course of our 
work—the production of a raw material the volume of which is entirely un. 
controllable. - 


The first step was to make a thorough study of each function from the 
operating viewpoint and of all operating and financial statements. Next | 
discussed his work with each operating man, and finally prepared forms ac. 
ceptable to the comptroller and the operating man in that they are all inclusive 
from the administrative viewpoint in that they give the weeoennes required 
to control every phase of the business. 


In order that managers should have a clear understanding of the way to 
complete these forms, instructions were prepared in detail explaining ex- 
actly what is to go into each column and opposite each classification. All 
forms and procedures were approved by the Budget Committee. 

The classifications on these forms are identical with the accounting clas- 
sifications. This is imperative and should the operating man require changes 
in the method of classifying expenses, it must have the approval of the ac 
countant from the accounting viewpoint, but remember accounts are kept for 
the guidance of the operating man and not to give accountants opportunity to 
practice theory. 

The columns should show (1) the actual results this year; (2) prelim- 
inary estimate for the budget period ; (3) the per cent change. A second form 
shows the monthly break up of the total yearly estimate. 

In no case should budgets be iron clad, but they should only be revised 
on the approval of the Budget Committee in which case the revised budget 
follows the same procedure as the preliminary estimate. 

When these estimates are completed by the various section heads, they 
are submitted to the department head for approval. Each department head 
submits these total budgets to his division chief for approval, who will have 
budgets of all his departments summarized and submitted to the Budget Com- 
mittee who, in turn, submits the entire program to the President. 
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Thus, it will be seen that each operating head has a working program 
which has been approved by the management. Unjust or unwarranted crit- 
icism is avoided when an understanding is reached between these men con- 
cerning what is to be done before the act takes place. This form also insures 
the opportunity to study and plan operations. Most of us in our jobs have 
either so much detail or so much administrative work that we do not find 
time to think about past performance or what we will do next year. 

In our company one of our Vice-Presidents asked our Pipe Line Super- 
intendent : “Well, George, what do you think of the Budgets ?” 

“Mr. McKelvy—If you didn’t do another thing with the budgets but 
tore them up now, I feel they would have served their purpose. They have 
accomplished what no one has been able to do heretofore and that is to get 
our men to think about their jobs with the result that I’ve topped off $100,000 
in operating expenses for 1926.” 

It is natural to try to avoid the effort of thinking, which is to the average 
man the hardest and most tiring thing to do, but having provided the means, 
the result is inevitable. 

If any one responsible for a budget has a problem—he is assured the aid 
of his superiors. 

Business administration is a matter of control and direction of activities. 
Control can only be exercised over the future—the past is gone and cannot 
be changed—the budget provides the effective instrument of control. 

It gives each executive a chance to plan his operations in harmony with 
the business as a whole. 


There are three steps in instituting Budgetary Control: (1) the planning, 
which naturally is the duty of the person in charge, since he must at all times 
be one step ahead of the actual results; (2) the execution of our plan, which 
is the function of a department or section head, who puts into effect the details 
of the manager’s plans, and (3) the comparison of the actual results with the 
predetermined plans, which tells us at definite intervals what progress is being 
made toward our goal. 


It is clear that if forms are all inclusive, red tape is at a minimum in the 
matter of preparing the estimates and that the benefits to every one are no 
less important than those received by the executives. 

We proceeded on the theory that the man responsible for the actual work 
of a unit should be responsible for the money spent and likewise for the plans 
and estimates, these units or sections are administrated by a department head 
who reports to a division head. Thus, the major executives are not asked to 
study many details which should be worked out in preparing the budget, but 
should receive the budget in a form which will give him a comprehensive and 
composite picture of each department in his division so as to be in a position 
to give advice and counsel resulting in a program which is in entire harmony 
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with his judgment and the general plans of the company. If this is feasibje 
the same procedure should be followed down the line of organization. |, 
each function, forms are prepared which will answer these questions: 

Policies have been established, plans for each function decided upon. 

1. What are you going to do next year? 

For example, in the production of raw materials—forms are prepared to 
show that next year we are going to 


1. Produce raw material (Crude Oil or Natural Gas) 
2. Sell raw material 
3. Lease undeveloped or developed land 
4. Drill and develop other property 
5. Obtain gas leases 
2. The next question to answer is—What will you need to carry out this 
program? We shall need 
1. Labor, clerical help 
2. Materials and Supplies 
3. Equipment 
3. How much will this cost ? 
I. Operating costs 
Property to be acquired 
Equipment, etc., to be purchased 
Development work 
Interest 
Cash requirements 
4. What will the result be if you carry out these plans? 
1. Income, profit and loss 
2. Changes in assets or liabilities. 


AYP | bP 


Being asked these questions gives every man in a supervisory or man- 
agerial position the opportunity to participate in the management of the busi- 
ness, in their estimates they have the opportunity to state their point of view 
toward policies and methods. It may be that some of these men are a thou- 
sand miles from their department manager and this should be a welcome 
privilege. 


Periodic Reports 


Many attempts at Budgetary Control have failed because the importance 
and necessity of checking the executive or actual performance of the program 
against the budget was not realized. 

Experience proves that the more a man learns about the details of ex- 
penses and costs within his unit, the better qualified he will be to reduce 
them, with the broadening effect of causing him to see the relation of his unit 
to others. 
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Reports showing the actual results compared with the budget and past 
performance must be prepared. The classification should remain the same as 
in the budget but the columnization should show: first, for the month, the 
budget, actual this year and actual last year; percentage of change for the 
budget and for last year; and second in the next five columns, to show this 
same data for the cumulative months of the year to date. 

The one who has made the estimates should now explain any exceptional 
differences—thus a constant and effective check is exercised over every opera- 
tion. It is now possible to fix responsibility on individual members of the 
organization with either favorable or unfavorable results. 

The control covers every activity in business and is as broad as business 
administration itself, being the result of combined thinking and action. 

What is the objective of any administrative head? To show a saving in 
expense or a profit to the business. Profit to the executive is what dividends 
are to the stockholder and salaries are to employees. The slogans of our pres- 
ent political administration might well be applied to any business : “Construc- 
tive economy,” “Thrift” and “Economy with efficiency.” 

To do this means to cut out pet schemes and unnecessary items and help 
reduce expense which, in turn, will help reduce selling prices, first for the 
direct benefit and return due the stockholders and then indirectly with the 
effect in helping to reduce the cost of living and therefore raise the purchasing 
power of the dollar. 


Economic Statistics 


When this control is established, you will find it necessary to have at 
your disposal numerous economic charts and statistics to aid you in interpret- 
ing your position in the business cycle, the cycle of your industry, as com- 
pared to competition, etc. Your chief executive should know your economic 
position. 


To Summarize the Advantages of Budgetary Control 


1. Everyone is required to think his function through to the end. 

2. Executives are compelled to think of their work from a strictly busi- 
ness standpoint and to make such plans for the future as will fit in with the 
program of the management. Having studied their functions, they will in- 
stinctively try to beat their estimates, which means they will continue to study 
and show immediate improvements. 

3. All individuals in managerial or supervisory positions share the re- 
sponsibility with each other by having the budgets on a departmental basis. 
The old army game of “passing the buck” cannot exist. 

4. It gives a check on the operating efficiency of each department through 
the knowledge which it supplies the executive of the pre-determined operating 
tequirements and the actual expenditures for the period. 








138 THE MANAGEMENT REVIEW 


5. It increases the interest of the entire supervisory organization of , 
business and unites their efforts in a common endeavor to secure greater Op. 
erating efficiency. 

6. It sets up the requirements of all units of the business. 

7. By analyzing according to the classification shown on the forms, j 
provides information or standards which may be used by the Budget Com. 
mittee in comparing the various classifications between all subsidiary com. 
panies and between units within the company. 

8. Everyone in a managerial or supervisory position feels he has had 
something to say in the management of company affairs, has given his views 
as to policies, has established a goal for his unit and knows his plans for the 
period. 

I would like to indicate how our various problems were attacked: 


Production 


After budgeting a crude oil producing company, I never will take “It 
can’t be done” for an answer because the very first year in our estimate of the 
cost of lifting the oil out of the ground there was less than $3,000 difference 
in an estimate of nearly one-quarter of a million dollars covering a period of 
three months. 

We budgeted 

1. Production and Sales of Crude Oil and Gas in quantity and value. 
2. General Expense. 
3. Oil Expense (Lifting Cost). 
4. Development Expense (Drilling Wells). 
5. Other Expense. 
6. Income P. & L. Statement. 
7. Other Income. 
8. Property Acquirements. 
g. Stocks. 
10. Balance Sheet. 
11. Materials and Supplies. 
12. Plant and Equipment. 
13. Cash Requirements. 
Manufacturing Division, which includes 
1. Refinery Cracking Plants and Complete Plants. 
2. Gasoline Plants. 
Tank Steamers. 
Railroad and Lighterage Operations. 
Pipe Line. 
. Can, Case and Barrel Factory. 
. Hardwood Lumber Forest and Mills. 
We eee covered every operation, too numerous to mention here. 
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In the sales division of our business we have devised a means of meas- 
uring the efficiency of operations by means of quotas. It would take consid- 
erable time to go into detail, but to give you the gist—we establish the po- 
tential motor oil, grease and gasoline business in every county in the United 
States each year for next year’s business. With this data we establish quotas 
for 300 sales territories, 50 sales supervisors’ territories, 15 districts, 3 depart- 
ments and the sales divisions. 

With this as a base, the supervisor and district managers, assisted by 
advertising managers and operating managers, establish their needs as to: 
advertising, trucks, equipment, warehouses, bulk stations, etc., and finally ex- 

nses and cash requirements. During 5 years’ study of our sales problems 
the results of the first year showed a quota 6 per cent in excess of sales and in 
1925 sales 4/10 of I per cent over quota (too near to be deserving of any 
credit). 

The final problem is to consolidate and coordinate all these budgets into 
one budget. This is done by giving our major executive ten forms, 8% x II, 
telling him the entire plans of every unit in our organization. This report is 
supplemented by a table of operating ratios for each company and a few 
short tables—one showing changes in our financial position, two showing im- 





portant changes in ratios and relationship occurring during the period. 
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GENERAL MANAGEMENT 


The Industrial Outlook 

An analysis shows that prosperity de- 
pends on well-adjusted, cautious, produc- 
tion, and this is something which can be 
observed only in individual industries. 
Consequently, the indications of danger to 
business ought to be looked for in the 
conditions of special industries. Just as 
soon as we find in any one the signs that 
goods are not being produced in the degree 
desired by consumers, or if there are signs 
of speculation in commodities, there is 
danger. Some kind of warning can be 
supplied before disaster goes far; for in- 
stance, it is possible even now that build- 
ing is approaching a pause, and also that 
intermediate credit banks should be care- 
fully watched. Illustrated by two charts, 
one showing the volume of building from 
1919 to 1925, and the other an index of 
manufacturing production from 1919 to 
1925. By J. Laurence Laughlin. The 
Journal of Political Economy, April 1926, 
p. 209:10. 


Judging Men by Results 

The International Shoe Company gives 
to each department head complete charge 
of his department. He is responsible for 
every decision that affects his end of the 
business. He is not encouraged to ask 
advice from any of the higher officers; 
the aim is to develop initiative and real 
© A copy of any article abstracted may be ob- 
tained by sending to the office of the Association 


25 cents per page which represents the cost of 
photostating. 
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Abstracts and News Items 





executive ability in each man who holds a 
position of responsibility. His work is 
judged almost entirely by the results that 
he produces. 

A standardized accounting system makes 
it possible to compare departmental work 
and cost, and it also shows just what lines 
are profitable and what are not. By Jack- 
son Johnson. Management, April, 1926, 
p. 25:4. 


Foreseeing Volume of Coming Orders 

A graphically illustrated description of 
the construction of a barometric curve 
from four groups of Federal Reserve 
statistics that indicate the change in gross 
profit margins. This curve can be used to 
predict the volume of future orders. By 
Joseph H. Barber. Manufacturing Indus- 
tries, April 1926, p. 253.4. 


Overhead In Economics and Accounting 

Progress consists largely in providing 
workers with more and better equipment. 
This will be further hastened by: the cut- 
ting off of cheap labor through restricted 
immigration. However, the more equip- 
ment the heavier the fixed charges which 
do not respond to fluctuations in output. 
Moreover, the ability to produce is already 
greater than the power to consume. Three 
important measures can relieve the situa- 
tion: price-cutting, higher wages to increase 
the power of consumers, and careful budg- 
eting and apportioning expenses to depart: 
ments. Departmental distribution of ex 
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pense is much less difficult than is usually 
supposed, and by determining a normal 
rate of burden and percentages of increase 
and decrease according to output will not 
only ease the situation but will enable the 
yse of the first two measures safely. By 
T. H. Sanders. N. A. C. A. Bulletin, Aprii 
15, 1926, 9 pages. 


Engineering Costing and Works Ac- 
countancy—Its Objects and Necessity 


Cost accountancy provides a safety fac- 
tor in present-day business, and, further- 
more, this safety factor increases in direct 
proportion to the thoroughness with which 
it is applied. A committee, of which Mr. 
Hoover was the chairman, stated that 67 
per cent of the waste in industries was due 
to management. Costing aims at collecting, 
classifying, analyzing, and comparing ex- 
penses. Through working out average 
costs and profitable selling prices over the 
run of the business cycle, one can tell 
where the business is going. Attention to 
stocks and work in progress is especially 
important, the profit or loss of idle ma- 
chinery or men, the even flow of work, 
the best machines to use in the shop can 
be estimated. The cost of repairs, overtime 


and night work might indicate the need of 
new machinery or more men. By Roland 
Dunkerley. N. A. C. A. Bulletin, March 
15, 1926, 9 pages. 


The Advantages of Manufacturing 
Abroad 


Since the war most countries have found 
themselves with more productive capacity 
than they could use to advantage, espe- 
cially if they had to compete with foreign 
trade. Consequently, higher tariffs came 
into effect. To overcome this desire to 
foster home industry and protect local 
manufacturers, American manufacturers 
are getting inside the tariff walls. Ford’s 
Manchester factory, for instance, is among 
the noisiest boosters of home industries 
in England. Labor and raw materials are 
cheaper; there is no tariff, ocean freight 
or insurance; contact is closer between 
manufacturing and sales departments, bet- 
ter servicing, deliveries; the local manufac- 
turer can take advantage of the propaganda 
for home-made products; England and the 
rest of the world are not very far away 
and questions of management can be 
solved. By James S. Wolf. Printers’ Ink, 
March 25, 1926, p. 69:3. 


FINANCIAL MANAGEMENT 


Railroad Employees’ Pension Plans 


The financial problem involved under the 
present system is discussed, and a rough 
approximation given of the total cost. If 
this is continued, however, the financial 
obligation will have to be reduced, which 
can be done by a contributory plan under 
which employees would share the expense. 
Under the arrangements of this plan the 
management will determine what percentage 
of the payroll it can permanently afford 
to appropriate for pension purposes, and 
will provide the means by which the em- 
ployee, by practice of thrift, can increase 
his final pension by his own contributions. 
The amount of the pension allowance would 


not be known until the time of retirement, 
but the cost would be a fixed percentage 
of the payroll, while under present plans, 
the costs can be estimated for only a few 
years in advance by a complicated and 
costly study. By J. C. Clark. Railway 
Age, April 17, 1926, p. 1063:4. 


Purchasing Budgets Will Stabilize 
Business 


The mechanisms for the stabilization of 
railway purchases should take a similar 
form for each of the different railway 
systems and the totals of each of the car- 
riers should be coordinated with the 
capacity of all the manufacturers’ facil- 
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ities. These general programs must cover 
a period of years, approximating the aver- 
age duration of previous good and bad 
business cycles. Such a program naturally 
divides itself into the requirements for 
additions and betterments, and those for 
major renewals. The main function of the 
program is to present a comprehensive en- 
gagement plan to meet the railways’ future 
needs, supplied at a reasonably uniform rate 
appropriate to the economic employment of 
the contractors’ manufacturing facilities. 

The budget, expressed yearly, monthly or 
otherwise gives an elastic medium of con- 
trol essential to the stores and purchasing 
departments, to the end that delivery will 
be synchronized with the needs. By C. D. 
Young. Railway Age, March 27, 1926, 
p. 897 :4. 


Keep Close Check on Credits 


The state of collections is an important 
indication of the trend of business. During 
the rapid increase in business in the latter 
half of 1925, the collection situation 
strengthened materially. Since the close of 
the year, however, there has been a gradual 
slowing down, and the last two weekly 
figures show a very considerable decline. 
The downward trend of commodity prices 
is an adverse factor in the situation, which 
if it continues, will increase credit difficul- 
ties. Failures will also become more and 
larger. There seems to be an increase in 
manufacturing failures, and this movement 
seems, usually, to be a forerunner of in- 
creased failures among the trading group. 
Babson’s Reports, March 16, 1926, 1 page. 


Non-Voting Stock Defended 

Overlooking the vital difference between 
stockholder and proprietor lies at the root 
of the criticism of non-voting stock. The 
non-voting stock is, in effect, merely a 
new kind of investment security, and the 
only question so far as the investor is con- 
cerned is whether he cares to purchase this 
class of security or not. It tends to a 
cheapening of the cost of distribution with 


a resultant benefit to the investor, and r¢. 
sults in there being constantly available tp 
meet the economic needs of the country 
supply of intelligent and responsible Capi- 
tal. By Albert de Roode. Barron’s, March 
29, 1926, p. 5:1. 


Pay All Employees with One Check 


A certain company pays its employee 
by drawing one check for the entire pay. 
roll. This check is drawn on a branch 
bank near the plant and is accompanied by 
a list of names and amounts with instryc. 
tions to credit each person named with the 
respective amount. Each employee paid in 
this way has an account at this branch and 
knows that on pay day his account will be 
credited with the amount due him. It js 
thus obligatory for him to have a bank 
account, and makes saving much easier, 

The bank likes this plan because it 
gains many new accounts, and the book- 
keeping involved is no more than these ac- 
counts would require in any case. American 
Mutual Magazine, March, 1926, p. 15:1. 


Pricing for Profit vs. Pricing for Volume 


An invective against price cutting to 
secure volume. Artificially depressed prices 
are injurious to the consumer and to the 
manufacturer in the long run. By W. L. 
Churchill. Manufacturing Industries, April, 
1926, p. 267 :4. 


Protection of Non-Voting Stock 


Holders of management stock in cor- 
porations, a majority of whose capital is 
represented by non-voting securities, have 
created themselves fiduciaries for the cor- 
poration and its security holders; they are 
in a sense, trustees. They are therefore 
obliged to use their stock, not in their own 
benefit, but to the advantage of the entire 
body of stockholders. 

It is further believed that by the erection 
of non-voting stockholders’ committees, the 
obligations of the management stockhold- 
ers can be made real; and that with the 
evolution of legal rules on one hand and 
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business ethics on the other, the evils or 
dangers attending bankers’ control will 
carry with them their own remedy. By 
Adolph A. Berle, Jr. Harvard Business 
Review, April, 1926, p. 257:9. 


Judging Operating Results 


Analysis of operating statements shows 
the actual performance of the company 


OFFICE MANAGEMENT 


besides giving a basis for passing on the 
soundness of management policies. This 
discussion is from the point of view of 
financing a company and deals with the 
basic elements of analysis, determination of 
profits, a consideration of gross profits and 
costs and factors based on the sales dollar, 
By Arthur Andersen. Manufacturing In- 
dustries, April, 1926, p. 277:4. 


Administration: Regulations, Supplies, Communications 


Silent Hours 

In order that its staff of writers may be 
free from interruption, N. W. Ayer and 
Son has set aside not silent rooms, but 
silent hours. During these hours no tele- 
phone calls are put through to the writers, 
and emergency communications are handled 
by a messenger. Placards are posted about 
the office stating the schedule of those 
hours which have been set aside for cre- 
ative writing. The efficiency of this prac- 
tice became evident within a few weeks. 
Eugene M. Pharo. System, April, 1926. 


“T Didn’t Know Bill Had Written Him” 
In the Carter’s Ink Company there is a 
systematic exchange of carbons of outgo- 
ing letters. Carbons of the sales manager’s 
letters go to all of his associates and as- 
sistants, and similarly, his associates send 
to him a selection of their more important 
letters, which he in turn routes through to 
all those interested. The letters originat- 
ing in the credit, collection, traffic, and pur- 
chasing departments, which have direct 
bearing on any merchandising angle, are 
routed through those identified with the 
merchandising of the products. 

The carbons of each dictator’s letters 
should pass through another’s hands on 
the day they are dictated. This plan en- 
ables the advertising manager to withdraw 
and rewrite or cancel letters which would 
conflict with a certain necessary letter from 
the sales manager. 


Under this system each reader tends to 
become more and more a part of the busi- 
ness with which he is identified. By Walter 
F. Wyman. System, March, 1926, p. 
385 :1. 


Planning the Office Layout 


The technique of planning an office lay- 
out should include a drawing board or 
table and various supplies for making a 
diminutive floor plan. The factors entering 
into the arrangement of departments 
should of course have been settled before 
the actual laying out begins. If laying out 
several plans from which a choice is to be 
made it is desirable to photostat each, mak- 
ing them more easily comparable. After 
the best plan is selected, a more detailed 
layout can be made with definite specifica- 
tions as to furniture and facilities. When 
designing a new building the floor plans 
should precede the architect’s plans. By 
Warren D. Brunner. The Office Manager, 
April, 1926, p. 119:4. 


To Lower Telegraph Costs 

Every dictator in a certain company was 
required to initial the carbons of his tele- 
grams and if more than ten words had 
been used needlessly the reworded tele- 
gram with his carbon was returned to him. 
By Edward A. Lowenthal. System, April, 
1926, 


rd 
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Organization: 


Logical and Illogical Outcomes of 
Testing for Intelligence 


An analysis made of what the “I. Q.,” 
or intelligence quotient, really is. Tests 
designed for industrial workers and for 
workers in special occupations have proved 
of greater value than those for the testing 
of general intelligence. Commonly known 
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Job Analysis, Employment, Pay, Tests 


as trade tests, they take two forms—q test 
over potential ability and a test over fin. 
ished ability. Every business executive 
knows, however, that in our present Stage 
of knowledge and use of intelligence tess 
it is impossible to select employees on the 
single basis of artificial test conditions, By 
Prof. Harlan C. Hines. Printers’ In, 
Monthly, April, 1926, p. 57:3. 


Benefit Systems and Incentives: Pensions, Profit Sharing, Suggestions 


Vacations, Stock Ownership 


Industrial Service 


By the terms of a plan inaugurated at 
th Trumbull Electric Company the fines 
imposed on tardy employees are distributed 
among those whose time-clock records are 
clear. An employee who fails to register 
his time or registers late more than once 
in a week shall be fined one-half hour’s 
pay, and each successive tardy record is 
penalized in the same way. These fines do 


Training and Education: Schools, 


Job Insurance 

Aside from regular saving, facilitated by 
careful budgeting, as an answer to the 
problem of job insurance, the other prac- 
tical thing is to develop, not only a local- 
ized job value, but a general ability that 
can be negotiated in the job market. For 
each office employee, there is a choice be- 
tween localization and job dependence, on 
the one hand, and breadth and job inde- 
pendence, on the other hand, brought about 
by well-directed study and reading in his 
leisure hours. By Homer S. Pace. The 
Pace Student, March, 1926, p. 10:2. 


An Example of Morale Building—the 
Newspaper Office 

A developed sense of responsibility even 

in the office boy, and a constant promotion 


not go into the company treasury, but into 
a special fund the proceeds of which are 
apportioned equally every three months 
among those employees who have main- 
tained a perfect time-clock record. Trans- 
portation difficulties are recognized as more 
or less inevitable and do not subject em- 
ployees to the fine, but they do bar him 
from participating in the quarterly dis- 
tribution. Connecticut Industry, April, 
1926, p. 8:1. 


Libraries, Employee Publications 


in duties within the organization make 
newspaper work popular. Almost uncon- 
sciously men and women are being trained 
for executive positions. A give and take 
between departments has beneficial results 
other than the mere accomplishment of the 
work. In most offices only the higher 
executives are concerned with the doings 
of competitors. In a newspaper office the 
accomplishments of competitors are a sub- 
ject of the most lively interest from the 
publisher down through the smallest copy 
boy. The work of an office employee oc- 
cupies the best part of his waking hours. 
If properly informed about the relation of 
his work to what the firm is doing, he will 
respond with an interest which will be re- 
flected in his efforts. By Fletcher Pratt. 
The Office Manager, April, 1926, p. 129:2. 
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Industrial Economics: Labor and 
Immigration 


Real Wages and the Control of Industry 


Real wages, as a factor in industrial con- 
trol, had no place under the business con- 
ception of rates determined by demand and 
supply. There was always a period in 
which labor was relatively cheap and 
profits correspondingly high. Neither can 
the newest conception of labor as rightful 
sharer in the benefits of an industrial up- 
swing concern itself directly with real 
wages. The real wage is the purchasing 
p wer of the laborer’s money, and there is 
no way of giving fixity to it under the plan 
of participation in the prosperity of in- 
dustry. 

It is possible that we are entering upon 
a period of such rapid economic progress 
that labor as a whole may attain a fair 
standard of real wages without effort. But 
itis more probable that labor will be fully 
occupied with maintaining present stand- 
ards with a fair measure of improvement. 
By Alvin Johnson. The American Eco- 
nomic Review Supplement, March, 1926, 
p. 54:5. 


What Determines Wages in Industry 


Three factors become apparent in a study 
f money wages: 1. The law of supply 
and demand, 2. The variation in wage 
levels between the different countries, 3. 
The problem of price and wage cycles. 
Good business depends on spenders com- 
posed of consumers and investors. When 
the consuming and investing public have 
teased to buy it is hopeless to attempt arti- 
fcially to sustain prices and wages. One 
hundred per cent operation of industry and 
full employment is the most desirable con- 
tition for all parties in industry. The best 
wage level is one which will tend to bring 
about such a condition promptly and surely. 
By Jacob D. Cox. Manufacturing Indus- 
ines, April, 1926, p. 245:4. 
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PRODUCTION MANAGEMENT 


Capital, Legislation, Wage Theory, 


New Challenge from Woman 

Though wives and children are the in- 
nocent victims upon whom the burden of 
strikes fall heaviest, their voice has in the 
past been silent. It is natural that they 
should wish to have something to say before 
their husbands throw up jobs and imperil 
their health and comfort. Women have 
become a political power in the country. 
Last Saturday a new force in industrial 
relations asserted itself when 20,000 Eng- 
lish women paraded the streets of London 
as a protest against strikes. Just how they 
propose to assert themselves is not yet evi- 
dent, but by challenging the supremacy of 
the men’s labor organization over that of 
the woman’s home, they may bring about 
a new alignment of forces in all future 
industrial troubles. The Globe, April 19, 
1926, p. 4. 


We Now Face the Problem of Mexican 
Immigration 


Mexican peons like to come to this coun- 
try where business training and capital are 
more abundant, and jobs better than in 
their own country. Some employers who 
want cheap labor would like to encourage 
them to come. In the absence of interfer- 
ence, Mexico would import business train- 
ing and capital, and export unskilled labor, 
as there is a relative scarcity of the former 
and an abundance of the latter. Wage 
workers in this country, however, do not 
want the country flooded with cheap labor 
from Mexico or from any other country, 
as this would depress wages for all labor. 
By T. N. Carver. American Bankers As- 
sociation Journal, April, 1926, p. 692:2. 


Banking Policy and Unemployment 

Many distinct factors play a part in caus- 
ing unemployment, an important one being 
the instability of the dollar. When prices 
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fall unemployment increases. When prices 
rise unemployment decreases—for a time. 
When prices neither rise nor fall, unem- 
ployment remains steady. The fact that 
deflation causes unemployment when ap- 
plied in isolated instances is recognized, 
and yet when applied to the so-called 
“business cycle,” this subject has been 
overlooked. The chief reason why the role 
of inflation and deflation has been thus 
missed by the forecasters is that they have 
scrutinized the price level but not its rate 
of change. The article is illustrated by two 
charts, one showing the movement of the 
price level, 1903 to 1925, and the other 
chart showing the relation between the 
“dance of the dollar” and the fluctuations 
in employment, 1903 to 1925. By Irving 
Fisher. The American Labor Legislation 
Review, March, 1926, p. 24:6. 


Employment: 


Measuring the Local Labor Market 

The prevailing high rate of money wages 
and real wages, as compared with those of 
a few years ago, is no mere accident. 
Neither is it by any means due wholly to 
pressure of organized labor. In large 
measure it is due to the play of economic 
forces governing the supply of, and the 
demand for labor. Restrictions on immi- 
gration, child labor and woman labor are 
making labor more scarce and more ex- 
pensive. This is exciting greater interest 
in improved management, selection, train- 
ing and remuneration of employees, as well 
in such measures as group insurance to hold 
employees. Under these conditions the de- 
mand arises for more adequate barometers 
reflecting the labor market. Representa- 
tive firms in Rhode Island are turning in 
current data on labor turnover, divided 
into voluntary quits, layoffs, and dis- 
charges. These figures together with fig- 
ures on employment office operations and 
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The Service of Modern Business Map, 
agement in Solving Social Problems 
The four great hazards of industry are 

accidents, old age, sickness and unemploy. 

ment, and there is no reason why the sy. 
cess which has accrued from accident pre. 
vention must be forever denied in the case 
of the other three. It is time that modem 
business men stopped thinking about th 
hazards of industry as charitable problems 
and began thinking about them as industrial 
problems which directly affect their net ip. 
come. If the effects of poverty and disease 
are lessened by the payment of better 
wages, at one stroke we increase the skill 
of those whom we wish to hire as well as 
make better consumers of those whom we 
wish to sell. By Ernest G. Draper, The 
American Labor Legislation Review, 
March, 1926, p. 86:2. 


Classification, Selection, Tests, Turnover 


newspaper advertising are combined into 
charts showing conditions of the labor mar- 
ket. Brown Business Service, April 13, 
1926, 5 pages. 


Newer Methods in the Stabilization of 
Employment 

The three newest and most significant 
developments in the stabilization of em- 
ployment, are here considered. First, is 
the placing of emphasis on reduction of 
unemployment through better management 
technique within industry. Second, is the 
increase of interest in mechanics of con- 
trolling or modifying the business cycle 
Third, is the developing of a double-edged 
type of unemployment insurance in order to 
attack the evil through both relief and pre- 
vention, that is, incentive insurance that 
penalizes the careless employer at the same 
time that it rewards the efficient. By Her- 
man Feldman. American Labor Legisle 
tion Review, March, 1926, p. 47:10. 


Employee Service: Hygiene, Recreation, Lunch Rooms, Stores 


Employees’ Voluntary Associations 
A company in Pennsylvania, employing 
about 9,000 persons, Bas adopted the policy 


of letting employees finance and manage 
their own social activities. A choral s 
ciety, a dramatic association, a bowling 
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league, baseball team and a plant 
orchestra are all being directed and 
franced by the employees. About a year 
ago the women of the plant independently 
conducted a bazaar, which proved such a 
fnancial success that it made possible the 
establishment of an employees’ emergency 
oan fund, with initial assets of more than 
1500 sein 

A very successful organization is that 
known as the “supervisors association,” 
made up of employees acting in any sort of 
supervisory capacity in the plant. Fixed 
annual dues are $6 per person. The associa-~ 
tion provides lectures by prominent persons 
on a wide range of subjects, and presents 
educational films. A parallel organization 
exists among the office employees, with a 
membership of about 100. National In- 
dustrial Conference Board Service Letter 
No. 319. 


Medical Service Proves Its Value to 
Industrial Plants 

Industrial physicians should lay stress on 
health complaints made by workers and not 
wait for sickness disability. The medical 
man should sit in on all questions of heat- 
ing, lighting, ventilation, the using of 
poisons, compensation policies, strikes, and 
in fact, all instances of human unproduc- 
tiveness, 

The small plant presents a serious prob- 
lem since it cannot finance a health service 
by itself. It is stated that over 60 per cent 
of the workers are in small plants. $25.00 
per capita per year will usually provide 
aminimum but complete industrial medical 
service. The physician should organize a 
group of as many small plants as he and 
acompetent staff can supervise. The med- 
ital work should be done at each plant, as 
ata central dispensary. By Dr. Emery R. 
Hayhurst. The Nation’s Health, April, 
1926, p. 246:3. 


They Carry No Dinner Pail 
An investigation of the methods, patron- 
age, Management, operation, and success of 
business and industrial lunch rooms and 
afeterias, The information was gathered 
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from about three dozen companies, whose 
names are mentioned in connection with the 
report. The industrial lunch room seems 
to be a growing institution; there are now 
more than 4,200 cafeterias serving more 
than 4,600,000 employees every working 
day of the year. By Allan D. Parsons. 
Personal Efficiency, May, 1926, p. 296:12. 


Industrial Medical Service Faces 
Barriers to Progress 

Very often the company, especially the 
smaller one, does not realize the important 
part the plant physician can play in 
producing maximum production at min- 
imum cost. There are outlined under five 
captions those factors which are believed 
to contribute to the failure of industrial 
medical services: 1. The incompetent phy- 
sician. The young physician will sometimes 
take a position in a plant simply to tide 
him over the period when he is building up 
a practice. 2. The omission of instruction 
in the university. Only a few of the med- 
ical departments of universities offer to the 
physician an opportunity to prepare him- 
self for service in industry. 3. The un- 
sympathetic public health officer. A tend- 
ency has been noted on the part of local 
health departments to omit industrial health 
in their program. 4. The careless and in- 
different plant manager. 5. Failure of 
small plants to organize joint industrial 
medical services. By Dr. W. J. McCon- 
nell. The Nation’s Health, March, 1926, 
p. 168:2. 


Say “Ah!” 

The big plant is able to benefit by its 
bigness and can install a good medical 
department, avoiding those losses due to 
absences from duty on account of sick- 
ness. The small plant usually has to pay 
those losses. But a group of ten small 
plants just outside of Pittsburgh is get- 
ting the benefit of a medical department 
by securing the services of a good doctor 
with a liking for industrial medical prac- 
tice and civic sanitary work. He makes 
periodical visits to each shop, doing the 
usual work of examining teeth and eyes. 
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His clerk always knows where he is, and 
if an emergency call comes in he can be 
reached within ten minutes at the most. 
This service has been in operation about 


Training and Education: Schools, 
Publications, Bulletin Boards 


The Foreman and the New Management 


It is estimated that today about a thou- 
sand American industrial plants operate 
under some form of democratic manage- 
ment. In these plants workers nursing 
grievances are encouraged to bring their 
complaints to the attention of foremen be- 
fore airing them to the higher authorities. 
In the main, management seems to depend 
on the shop boss to interpret plant policies 
and to maintain industrial peace and good- 
will, Whatever employee representation 
plans have accomplished or failed to ac- 
complish, they have at least crowded out 
of industry the straw boss, the hard-headed 
and tight-fisted bully. By J. K. Novins. 
The Dodge Idea, March, 1926, p. 10.4. 


Benefit Systems and Incentives: 
Profit Sharing, Wage Plans, 


A 90 Per Cent Increase In Labor 
Efficiency 


What a group bonus accomplished in the 
work of a wharf gang handling barrels, 
drums and kegs. Four periods (in 1924 
and 1925) of evolution in gang efficiency 
are graphically shown, the percentage of 
performance rising from 55 to 100. Ad- 
vantages of the group incentive are: 1. 
The opinion of his fellow workers stim- 
ulates each man to do his best, 2. It 
eliminates all jealousy of the piece worker’s 
earnings from the indirect worker’s mind, 
3. It is highly stimulating to the most 
valuable man in the group, the foreman, 4. 
It eliminates the suspicion of favoritism in 
giving out the piece work, 5. It taps a great 
source of efficiency very deeply. It secures 
wholehearted intelligence, interest and 
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a year. No figures have yet been kept, by 
each employer is enthusiastic about the e. 
periment. The Editor. Industrial Powyy 
April, 1926, p. 31:2. 


Libraries, Apprenticeship, Employes 


Foreman Training 


At the Hawthorne Works of the Westen 
Electric plant they have recently requested 
each foreman to take a half-day off each 
week and go anywhere and do anything 
that he thinks will help him in his job, 
Some men visit other plants and other 
visit in their own plant, which gives them 
a chance to become acquainted and ex. 
change ideas. This practice also gives th 
sub-foremen a chance to try their skill 
at supervision, because they are left o 
their own while the regular foreman js 
away. The Western Electric people con- 
sider it a very good scheme, which ha 
shown desirable results. Industrial Power, 
April, 1926, p. 51:1. 


Group Insurance, Pensions, Vacations, 
Suggestions, Stock Ownership 


enthusiasm from the entire working force 
By L. A. Sylvester. Manufacturing In 
dustries, April, 1926, p. 249:4. 


Employees’ Pension System of Con 
solidated Mining and Smelting 
Company of Canada 


Those employees are eligible who sul 
have reached the age of sixty years atl 
have been fifteen or more years in the 
service of the company, or the age of 
fifty-five years and have been twenty-five 
years in the service. For each year of 
active service an allowance is paid of ont 
per cent of the average annual pay during 
the ten years next preceding retiremett, 
but no pension shall exceed $2,500 pe 
annum or be less than $20 a month, Th 
acceptance of a pension will not debar ayy 
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employee from engaging in any other busi- 
ness provided it is not prejudicial to the 
interests of this company, but it will debar 
any employee from accepting employment 
with any other company in the same busi- 
ness. Industrial Relations: Bloomfield’s 
Labor Digest, April 10, 1926. 


Compensation Insurance Rates As a 
Measurement of Accident Preven- 
tion in Mines 


Workmen’s compensation insurance, is a 
true operating cost and is the only purely 
tangible measure available which gives a 
relative measurement of the cost of acci- 
dents. The conclusion is reached that metal 
mining is not an extraordinarily poor risk 
if preventive measures be enforced or an 
incentive offered to decrease accident fre- 
quency and severity ; and that accident cost 
in any industry is inversely measured by 
preventive work. The employer is con- 
tributing to the world’s economic loss to 
an extent equivalent in value to five or more 
times the amount he is paying out annually 
in premiums for accident insurance, and the 
workers as a whole receive only about one- 
third of the actual wage loss. By Byron 
0. Pickard. The Economic World, March 
6, 1926, p. 345:2. 


The Vacation Period 

White and Wyckoff Manufacturing Com- 
pany of Holyoke, Massachusetts, has found 
it profitable to call on former workers to 
handle the key jobs during the vacation 
period. This avoids the confusion and 
delays which would be caused if these jobs 
were taken by inexperienced people. It is not 
dificult for the firm to keep track of the 
girls who have left, and most of them like 
to return for a short period. T. F. Mori- 
atty. System, March, 1926. 


Street Railroad Largely Owned By 
Employees 
The business of the Philadelphia Rapid 
Transit Company is divided into five main 
lasses, which are in turn divided into 
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locations or branches. The machinery for 
collective discussion and consideration is 
divided in the same general way. Working 
conditions are dealt with by the branch 
committees, from whose decisions appeal 
may be taken to departmental and general 
committees. 


The distinctive feature of their employee 
representation plan and the one to which 
its greatest success is attributed, is that 
men and management must agree, otherwise 
arbitration follows; whereas in other plans, 
all actions are subject to final review and 
approval or veto by the head of the com- 
pany. By T. E. Mitten. Leighton’s Mag- 
azine, April, 1926, p. 9:2. 


Financing an Industrial Pension Plan 


All America Cables, Inc., found that its 
pension plan was not actuarily sound, and 
in January of this year put a revised plan 
into effect. Under this new system about 
1,100 employees now in the service of the 
company are eligible to receive a pension 
upon attaining the age of 60 years, or at 
any time prior to that age providing they 
shall have completed 25 years’ of service 
in the company’s employ. The payment of 
the pension does not begin, however, until 
the age of 60 is reached. Law and Labor, 
April, 1926, p. 115:2. 


The Payroll Savings Plan 

The Continental and Commercial Bank 
of Chicago provides a comparatively easy 
method of saving. A representative of the 
bank calls upon executives of firms who are 
likely to be interested and points out to 
them the advamtage of having their em- 
ployees save regularly. All that they need 
to do is to sign authorization and signature 
cards. It is a secret arrangement between 
the saver and the bank, as the employer has 
no way of knowing what the balance is. 
The only thing that he does know is the 
amount of the weekly deposit. The author- 
ization cards are turned over to him, and 
the signature cards are given to the bank, 
These are used as records for the opening 
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of the account. Pass books are made out 
with the first deposit entered therein. The 
employer gives these out with the pay en- 
velopes and sends one check to the bank, 
covering all of the deposits. 

A few days before each pay day the bank 
makes up duplicate receipts for each ac- 
count and sends both of them to the em- 
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ployer, who makes the deduction from the 
pay envelope and inserts the duplicate te. 
ceipt, returning the original to the 
which is used as a deposit ticket. This js 
filed in the usual way and kept as a record 
of the transaction. By A. §, Martin, 
American Bankers’ Association Journal 
April, 1926, p. 725:1. 


Shop Organization: Planning, Methods, Job Analysis, Standardisation, 


Waste 


The Technic of Executive Control in tural material and the need for accurate 


Shop Management 


The procedure by which production is 
controlled may be divided into: 1. The 
mechanisms of management. 2. The technic 
of getting action. Under the first part are 
included plant layout, storekeeping, inspect- 
tion for quality, planning motion and time 
study, rate setting and cost-keeping. These 
management mechanisms direct the flow of 
work through a manufacturing plant, and 
are discussed here in considerable detail. 


But it is important to develop at the 
same time a technic of securing executive 
action, the distinguishing features of which 
are these: 1. It shows how conditions com- 
pare with a predetermined standard. 2. It 
shows facts as moving and therefore in- 
dicates what is going to happen in the near 
future. 3. It indicates clearly reasons for 
lack of progress. 4. It fixes responsibility 
for taking the action needed to remove 
obstacles to progress. By Wallace Clark. 
The Society of Industrial Engineers’ Bul- 
letin, March, 1926, p. 11:6. 


Research and Experiment 


Value of Research Work to the 
Industry 
Research work in his industry is of 
great importance to the clay products manu- 
facturer; it tells him where improvements 
are necessary and gives him some valuable 
merchandising points. It was found im- 
perative during the war to secure recogni- 
tion of hollow tile as a standard struc- 


scientific knowledge was keenly felt, | 
is also not possible to secure equitable fire 
insurance rates until the truth is known 
about the performance of hollow tile under 
fire. By J. T. Howington. Brick and Clay 
Record, March 30, 1926, p. 548:2. 


A Research Department May Cover 
Many Fields 

A technical research idea was uppermost 
when a department of research was first 
organized in the Crocker-McElwain Com- 
pany and Chemical Paper Manufacturing 
Company, two allied paper mills. But 
within a year company officials saw the pos- 
sibilities in developing this department 
along broader lines than those of strictly 
chemical or technical research. Now, in- 
dustrial relations, sales, production, admin- 
istration, chemistry, strength and tear tests, 
manufacturing processes, factory costs, and 
still other matters, are covered by the in- 
vestigations and reports of this research 
department. By Seth L. Bush. Factory, 
April, 1926, p. 640:3. 


Do Manufacturers Want the Metric 
System? 

The two sides of the question are pres- 
ented. The J. G. White Engineering Cor- 
poration, Delaval Separator Company, 
Samuel W. Stratton and G. W. Baekeland 
believe that it will bring tremendous sav- 
ings. Experiments made in the factory of 
Schieffelin and Company with the metric 
system have shown that there is a possible 
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saving of time in: writing—about 50 per 
cent ; weighing—about 45 per cent; cal- 
culating original formulas—50 per cent; 
pricing—55 per cent; with average saving 
of time of 50 per cent in the above proc- 


esses. 

There are other companies which con- 
sider that the cost of abolishing the present 
English system of measurement in order 
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Planning the Methods of Distribution for 
a New Product 

In marketing a fad which is known to 
possess No permanent market, it should be 
the manufacturer’s aim to get into the 
market quickly to capitalize on his prod- 
duct’s popularity, and then to withdraw as 
quickly, without undue loss or expense, 
when demand falls off. 

In marketing a novelty which possesses 
the possibility of developing a permanent 
demand, rapid distribution direct to retailers 
should be the starting point. But this 
must be carefully developed, otherwise no 
one retailer will have sufficient interest in 
the product to merchandise it in an aggres- 
sive manner, if it should become a specialty 
goods with a permanent market. Harvard 
Business Review, April, 1926, p. 341:4. 


Custen Manufacturing Company— 
Methods of Forecasting Sales 

The executives of the Custen Manufac- 
turing Company considered three methods 
for securing the most accurate way of 
estimating sales for the budget. By the 
first scheme the total dollar sales of the 
company were estimated as a percentage 
increase established for sales as a whole. 
According to the second method, the total 
dollar sales were estimated for the en- 
suing year and each product was assigned 
its share of the total with reference to the 
special conditions affecting it. Under the 
third method no single estimate was made 
of the total sales but a forecast was made 


that our system may conform to that of 
other nations would be prohibitive, and 
would cause endless confusion. Among the 
companies taking this stand are the Scovill 
Manufacturing Company, Yale and Towne 
Manufacturing Company, Bullard Machine 
Tool Company, Pratt and Whitney Manu- 
facturing Company, and The Manufac- 
turers’ Association of Connecticut. Factory, 
April, 1926, p. 631:4. - 


of the probable sales of each product. The 
estimate of total sales was secured by the 
addition of these forecasts for each type 
of merchandise. The point is made that 
no one method is sufficient to insure rea- 
sonably successful sales forecasting, as it 
is a difficult task under the most favorable 
circumstances. Harvard Business Review, 
April, 1926, p. 353:4. 


The Sales Manager’s Busy Day 

The working responsibility of the sales 
manager may be divided into these classi- 
fications: 1. Handling of the necessary 
daily routine. 2. Time for interviews and 
callers. 3. Time to plan his work ahead. 
4. Maintaining a proper inside organization 
built around a capable assistant, thus per- 
mitting the sales manager to go and come 
as the sales situations require. 5. Finding 
opportunities personally to slip away and 
help close the orders or overcome the ob- 
stacles which the sales manager can do a 
little better than anybody else in the or- 
ganization and which he really ought to do 
for his men and his house. By Jesse Cal- 
vin. Printers’ Ink, April 15, 1926, p. 17:4. 


The Determination of Location Stand- 
ards for Retail Concerns 

The selection of a location that ade- 
quately meets the needs of a particular bus- 
iness operating under a given set of condi- 
tions involves the establishment of both 
qualitative and quantitative standards. 
There should be standards as to the char- 
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acteristics of the district, neighbors, 
pedestrian traffic, transportation facilities, 
and of cost. 

The business that makes its chief appeal 
on price, style, or quick service, or sells 
merchandise that is in wide demand and 
small in bulk, can secure a high rate of 
stock-turn and a large volume of sales if a 
suitable location is secured. Since these 
desirable sites are limited in number, retail 
managements bid against each other for 
their use. As a result, rents tend to in- 
crease with the volume of sales, and 
sometimes may even advance in anticipation 
of an increased volume. By J. Freeman 
Pyle. Harvard Business Review, April, 
1926, p. 303:9. 


Employees Buy Space to Get More 
Business 

The employees of the Kansas City, 
Mexico & Orient Railroad, recently pur- 
chased newspaper space to create new 
business and good-will for their company. 
Local clubs were formed among employees 
to solicit business. At first the members 
called among their friends who controlled 
shipments, and upon local merchants. 
Through the medium of the employees’ 
magazine, the various ideas for getting 
new business were discussed, voted upon 
and put into action, the most important 
plan being that of newspaper advertising 
by the employees. The unusual copy, writ- 
ten and paid for by them created much 
favorable comment and has brought con- 
siderable business toward the company 


whose employees seem to believe in jt % 
thoroughly. By Ralph Crothers. Prin. 
ers’ Ink, April 8, 1926, p. 189:2, 


How to Reach Those Markets Oversea 

Export trade is never wholly bad, | 
is the old story of not putting all you 
eggs in one basket. This article outline 
in a practical manner just what steps are 
necessary to establish and develop an ey. 
port trade. First, concentrate and special- 
ize in one country at a time. Second, create 
an efficient export department. Third, dig 
for the cause of sales slumps, do not 
blame the agent. Fourth, get a good agent 
and keep him. Fifth, analyze your mar. 
kets; visualize the temperament of the 
consumers in that country. Sixth, take a 
personal interest in export sales; originate, 
delegate, supervise. By G. Bernard 
Thompson. ISMA, April, 1926, p. 175:10, 


We Don’t Ask Our Men to “Sell” 

But we help our merchants to buy. The 
J. D. Roszell Company of Peoria call their 
salesmen merchandise counselors and they 
are sent into the field loaded with ideas 
and plans for helping the merchant to 
solve his retail selling problems, whether of 
a specific or general nature. Advertising, 
overhead, clerk-efficiency, credit and collec- 
tions, store arrangement, and window dis- 
plays are all a part of the merchandising 
counselor’s sample case. He steps right in 
and works out every detail with the mer- 
chant. By J. D. Roszell. Sales Manage- 
ment, April 17, 1926, p. 608:2. 


Benefit Systems and Incentives: Bonus Plans, Vacations 


Floorwalkers Win $40,000 

R. H. Macy & Company, of New York 
City, has just distributed more than $40,000 
in bonuses to the store’s section managers 
and floor superintendents for savings in 
operating costs they have been able to 
effect in the last six months. About 150 
shared in the distribution, the largest in- 
dividual check being for $868.92. The 
modern alert section manager now has a 
financial interest in the management of his 


department. Leighton’s Magazine, April 
1926. 


A Loyalty Bonus 

New York Store, Los Angeles, distrib- 
utes several thousand dollars each year as 
a loyalty bonus. This store was among the 
first to adopt the bonus plan which is now 
used in some form by many of the most 
progressive business houses. Leighton's 
Magazine, April, 1926. 
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Salesmen: Selection, Training, Compensation 


Every Certain-teed Salesman Is a Sales 
Manager 

Some of the sales policies of this com- 
panly which has doubled its sale volume and 
decreased its total selling cost are de- 
gribed in this article, particularly those 
policies which have to do with the control 
of salesmen. What is expected of sales- 
men, how they are selected and trained, 
how territories are allotted, how the sales- 
men co-operate with the accounting and 
credit departments, and how salesmen 
handle price cuts are told in detail. Based 
on an interview by Albert E. Haase with 
L R. Walker. Printers’ Ink Monthly, 
April, 1926, p. 47:3. 


The Salaries Salesmen and Sales Execu- 
tives Are Getting and What 
Determines Them 


This article is not about average sales 
salaries. Instead it gives actual figures 
according to the experience of more than 
200 companies. It deals in detail with such 
matters as: 1. A birdseye view of the 
salaries paid in principal industries; 2. 
Methods used to determine what salary a 
salesman or executive should be paid; 3. 
Why so few men ever pass salary dead- 
lines; 4. Why some sales executives get 
ahead. Results from this experience show 
that employers have got away from the 
caste system. What he earns, is up to the 
salesman. Too often these men get to a 
comfortable salary and then take it easy, 
get ina rut, and never go any further. By 
John Allen Murphy. Printers’ Ink, April 
1, 1926, p. 73:6. 


When You Are Temptec to Fire One 
of the Old Guards 
That it does not always pay to weed out 
veteran men on the sales force when their 
production drops to the point where it 
barely pays a profit, is shown in a con- 
versational article. It was found that the 
trade resented a snappy youngster after 
years of buying from a seasoned salesman ; 


they had grown to trust the older man to 
look out for their interests as well as for 
his own. By John P. Wilder. Sales Man- 
agement, April 3, 1926, p. 507:2. 


How I Hire Salesmen 


The sales manager of the Rollins Hosiery 
Mills believes that while the quality of sell- 
ing genius is most essential, character, 
temperament and environment are equally 
important. Some men can sell one thing 
better than they can another, even against 
the same resistance and with equal knowl- 
edge of the proposition; methods and at- 
tending details vary and have their effect. 
By Charles P. Pulliam. Sales Manage- 
ment, April 17, 1926, p. 559:2. 


Salesmen’s Daily Report Blank 

The Pioneer Paper Company uses a sales- 
man’s daily report blank which lists every 
one of the thirty-five different articles 
which it manufacturers. When the sales- 
man writes up his day’s report of sales, he 
is required to draw a line through a space 
in the “Sold Today” column opposite the 
items which did not enter into his day’s 
volume. This has been found to be an 
effective way of daily reminding the sales- 
men that they must put sales effort behind 
all the lines, rather than merely the so- 
called fast sellers. Roy Alden. System, 
April, 1926. 


How Do You Encourage Salesmen to 
Organize Their Time? 

A plan was worked out by the American 
Schaeffer & Budenberg Corporation by 
which a salesman’s territory was divided 
into a series of loop trips comprising eight 
sectors. Then a chart was drawn showing 
the number of trips that should be made 
each week by the salesmen. The difference 
in the amount of time given to different 
sectors is fairly proportional to their in- 
dustrial possibilities. Once a year is taken 
as the longest permissible interval between 
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calls anywhere. Then another chart was 
worked out showing a two-year program, 
which forms the basis for the salesmen’s 
work. The men report their contemplated 
movements each week on route sheets, 
which are used not only to direct their 
mail, but to advise inquirers when a sales- 
man can make a call. In a business like 
this where new applications for goods are 
constantly being developed this plan will 
insure flexible yet complete routing. By 
G. A. Binz. Printers’ Ink Monthly, April, 
1926, p. 25:2. 


Our Men Sold More When We Cut 
Their Territories 

Ferris-Dunlap salesmen are paid on a 
profit-sharing basis, a plan which has been 
so successful that when their territories 
were recently cut, none of them objected. 
The salary consists of a certain percentage 
of the gross profits made from monthly 
sales, varying from 20 per cent to a max- 
imum of 33% per cent. Out of his part of 
the gross profits the salesman pays all his 
expenses. The men travel by automobiles 
which they own themselves. The company 
pays all advertising costs and all overhead 
an“ general expenses outside of selling. By 
Ruel McDaniel. Sales Management, April 
3, 1926, p. 483:2. 


Salesmanship 


Simplification Extended to Wholesaling 
Policies 

The principle of serving only profitable 
customers is being extended successfully 
to many enterprises. Just as banks seek to 
eliminate unprofitable accounts by exclud- 
ing those below certain amounts, distrib- 
utors may likewise eliminate unprofitable 
accounts by restricting sales efforts to those 
whose purchases are sufficient in volume to 
be worth-while. It is the solution of the 
hand-to-mouth buying problem. Small lot 
buying planned by retailers to allow them 
maximum turnover is good business prac- 
tice, as it does not mean a reduction in their 
total volume of purchases but merely better 
co-ordination between purchases and sales. 
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When there are complaints and adjyg. 
ments, retailers will find it greatly to the 
advantage to deal with a single wholesaler. 
Simplification of territory should also be 
studied in the same manner as Customers 
are analyzed, from the point of view of 
whether or not sales efforts are sufficiently 
concentrated. By Lawrence A, Adams, 
Kardex Institute, April 1, 1926, 


How to Choose Between the Foy 

Ordinary Channels of Distribution 

In indirect foreign selling we can choose 
between the export merchant and the ex. 
port commission house. In direct dis. 
tribution we may have foreign branches, 
foreign travelers, commission agents res. 
dent abroad, wholesale distributors, or 
least expensive of all, we can make a 
start through selling direct by mail. Most 
well managed export departments usually 
avail themselves of several of these 
methods. By Harry E. Horn. Industry, 
Feb. 13, 1926. 


Be Careful How You Increase Sales 
Quotas 


Quotas should be alloted only on the 
percentage of business that the sales man- 
ager’s knowledge of conditions teaches him 
should come from any particular territory 
regardless of the ability of any particular 
salesman. To use the sales quota merely 
as an incentive in an effort to inject “pep” 
into the sales force, and to keep it ahead of 
the sales is sure to react to the detriment of 
the morale of any sales organization. By 
G. C. Willings. Printers’ Ink, April 1, 
1926, p. 89:2. 


Why So Many Salesmen Fail When the 
Sales Appeal Is Luxury 


An important factor but one which is 
usually overlooked in the business of séll- 
ing goods is that of the “comparable 
planes” factor. This means that the sales- 
person must necessarily have a certail 
background, training, or point of view, 
which will put him on an equal footing 
with the man he is trying to sell. Each 
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gt of conditions calls for its own analysis, 
‘4 when so analyzed, the “comparable 
plane” can be discovered. By Morgan P. 
Wood. Sales Management, April 3, 1926, 


p. $24:2. 


and 


The Economic Future of House-to- 
House Selling 

We may look forward to a continuation 

in modified form of house-to-house selling 

4s a definite, permanent, and economically 
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valuable part of distribution. It does not 
cut costs except in so far as it renders a 
service which could not be given without 
greatly increased cost through the usual 
channels. House-to-house selling is not 
perfected and is not on any final basis. 
Yet there is no doubt that it will continue 
to handle a limited part of the retail dis- 
tribution of the country. By Everett R. 
Smith. Harvard Business Review, April, 
1926, p. 326:7. 








Survey of Books for Executives 
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Common Stocks as Long Term Invest- 


ments. By Edgar Lawrence Smith. 
Macmillan, New York, 1924. 129 
pages. $1.50. 


Edgar Lawrence Smith’s book is one 
which should be read by every investor 
and by every industrial administrator. It 
is of particular interest at this time when 
the investment trust and non-voting com- 
mon stocks are under discussion. Finally 
it isa perfect example of what may happen 
to preconceived notions when the scientific 
method of investigation is applied to time- 
honored financial aphorisms. 

For years the statement had been sol- 
emily made and solemnly accepted that 
bonds were the best and safest form of in- 
vetment. Mr. Smith admits he believed 
it himself and says he gathered his facts 
to sustain a preconceived theory. When 
the facts had been gathered and analyzed, 
it was discovered that they proved some- 
thing quite different. 

The book is characteristic of the new 
approach to financial problems and belongs 
inthe same part of the bookcase as Alex- 
ander Wall’s “Analytical Credits” and 
James H. Bliss’ “Financial and Operating 
Ratios.” 

The book is a compilation of facts and 
avoids both theory and philosophy. It 
begins with some simple statements as to 
the prevalent ideas as to stocks and bonds 
ad discusses the significance of the 
fuctuating purchasing power of the dollar. 


It then states the test conditions laid 
down to insure the figures selected being 
representative and leading to accurate con- 
clusions. All this fills some twenty pages. 

The next sixty pages contain the test 
figures and a discussion of conclusions 
which may be drawn from each group of 
figures. The eleven tests show that the 
investment of $10,000 without reference 
to the condition of the market over periods 
of from 17 to 22 years from 1866 to date, 
in every case except one show an advan- 
tage in earnings of stocks over bonds of 
from three to twenty-one thousand dollars. 

Mr. Smith then explains the phenomena 
as a force at work in our common stock 
holdings which tends ever toward increas- 
ing their principal value in terms of dol- 
lars, a force resulting from the profitable 
reinvestment, by the companies involved of 
their undistributed earnings. This is pos- 
sible because of industrial expansion due 
to national growth, to increased business 
efficiency and to new deveiopments in indus- 
try as well as increased turnover per capita 
made possible by the speeding up of com- 
munication and transportation and by 
countless time-saving devices. 

He then discusses the “human factor” 
which he believes leads the management to 
favor the stockholders rather than the 
bondholders and the economic changes 
which have made necessary increasing calls 
upon the public for financial support, bring- 
ing with them increasing responsibility to 
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so manage corporate affairs as to justify 
the continuation of this support. 

Then for good measure, as it were, Mr. 
Smith introduces a chapter showing the 
additional earnings which would have ac- 
crued under the various tests if the earn- 
ings from stocks, above current bond 
interest rates, had been reinvested, as they 
accrued, in other stocks. One test under 
this plan shows the original $10,000 in- 
creased by over $35,000! 

The final chapter discusses “Investment 
Management” and clearly summarizes its 
principal functions under seven principal 
heads. The logical answer in the author’s 
mind to the average investor’s problems 
would seem to be the investment trust. 

Whether the usual investor will feel that 
he should learn investment management, or 
that it would be better for him to hire an 
investment manager, or to pay an invest- 
ment trust to manage his investments, de- 
pends largely upon circumstances and 
temperament. Meantime, Mr. Smith has 
written a book which is causing much dis- 
cussion in financial circles and which every 
thoughtful investor will desire to read. 

Dwicut T. FARNHAM, 


Manager, Industrial Department, 
Peat, Marwick, Mitchell & Co. 





Investing in Purchasing Power. By 
Kenneth S. Van Strum.  Barron’s, 
Boston, 1925. 248 pages. $2.00. 


“While long established traditions die 
hard, I venture to predict that the truly 
conservative trustee of the future who is 
unwilling to expose his clients to unneces- 
sary speculative risks, will include in his 
investments, in so far as he has a free 
hand to exercise his judgment, a very con- 
siderable percentage of well selected com- 
mon stock equities.” 


To many this conclusion of the author 
is heresy of the first order, but barring 
one possibility, Mr. Van Strum has proven 
the case as satisfactorily as the most criti- 
cal could demand. 

As a piece of statistical analysis, the book 
is a capital job. For clear presentation of 


results in tables and by chart, it is aq. 
mirable. What he does is to compare the 
returns from the investment in ten stocks 
selected without much investment judgment 
with returns from investment in ten long 
term bonds carefully selected. He makes 
this comparison not only in terms of dol. 
lar returns but also in terms of purchasing 
power at the end of the period chosen, 
These calculations have been made for each 
of the periods 1873-1897, a period of de. 
clining prices; 1883-1906, a period of de. 
clining and rising prices; and 1897-1924 , 
period of rising prices. 

Altogether there are eighteen compari- 
sons from which he reaches the following 
conclusions : 


1, Even in a period of declining prices, 
1873-1897, investments in bonds, even when 
selected much more carefully than 
stocks and at the time most favorable 
to bonds, were only slightly more favorable 
than investments in terms of dollars and 
never more favorable in terms of purchas- 
ing power excepting when bonds were 
shifted so as to keep the fund invested in 
long term bonds in order to increase the 
principal. 

2. For a period of declining and increas- 
ing prices (1883-1906) all comparisons 
were favorable to stocks and sometimes 
very substantially. 

3. For a period of rising prices (1897- 
1924) the comparison is distinctly favor- 
able to stocks. 


4. Considerable advantage will be found 
in investing in securities when the general 
market is low, especially in the case of 
stocks. 

5. Investments in low priced stocks show 
better than investments in high priced 
stocks. 

6. The average American industrial stock 
meets the needs of the investor well be- 
cause it enables one to keep pace with the 
rising cost of living—better than railroad 
stocks which suffer from railroad restric- 
tions. 

The only doubtful chapter is one on the 
future trend of the cost of living. The 
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author does not really face this question, 
but lear's on the fact that even in a period 
of declining prices the advantage for bonds 
is slight even under the most favorable 
comparison, whereas the advantage is for 
socks at all other times studied. The 
tariff, high wages, trusts, even wars are 
dismissed as unreasonable explanations for 
rismg prices. 

“The two most important factors which 
affect the general level of prices today 
are the supply of gold and credit... . 
‘It is difficult to estimate what the gold 
or credit supply of the future will be. We 
may forecast that if the production of gold 
is to be curtailed, prices over the next 
ten or twenty years will fall. If a new 
discovery of gold is not made the forecast 
may be correct, but before it can come 
true the government may decide to em- 
bark upon another period of cred‘t infla- 
tion and the cost of living will again 
commence to soar.” 

The statistical data presented makes it 
evident that the success of investments in 
stocks makes diversification extremely im- 
portant. 

W. J. Donatp. 





Business Cases and Problems. By Leon 
Carroll Marshall and others. University 
of Chicago Press, Chicago, 1925. 359 
pages. $3.00. 

For purposes of instruction this collec- 
tion of material for the study of business 
has been gathered, and it includes: The 
Noel Slate and Manufacturing Company 
by L. C. Marshall; Kansas City Power and 
Light Company by Stuart P. Meech; Or- 
ganization and Methods of the Walworth 
Manifacturing Company by J. O. Mc- 
Kinsey; The Danner-Kraft Dry Goods 
Company by Harold G. Moulton; Market- 
ing the Stephens Brake Shoe by Nathaniel 
W. Barnes and Leverett S. Lyon; The 
Chicago Press Feeders’ Wage Arbitration 
Case by Franklin Meine; The Introduction 
and Development of the Works Committee 
in the Dennison Manufacturing Company 
by Franklin Meine; The Chicago Foundry 


Company by Edward A. Duddy; The Co- 
operative Society of America—A Common 
Law Trust by Colston E, Warne; Organi- 
zation and Methods of the Thayer Manu- 
facturing Company by James L. Palmer. 





A Merchant’s Horizon. By A. Lincoln 
Filene. Houghton Mifflin, Boston, 1924. 
266 pages. $2.50. 


To all employers who are watching the 
trend toward democracy in business this 
book will be of real interest. The author, 
who with his brother, inherited the business 
of the well known Filene Store in Boston, 
recounts in detail the interesting and 
courageous experiments tried by them as 
their organization grew and as they realized 
more fully the problems and responsibilities 
of management. 


They had been trained in humanitarian 
ideas by their father, the founder of the 
store. They were convinced that for a 
business to be humanitarian it must be 
successful; that a non-profitable enterprise 
was not humanitarian. They felt that it 
was “good business” to be humanitarian. 
They felt a keen sense of responsibility to 
their employees—that of “making men” as 
well as merchandise and profits. They 
therefore started, as experiments, policies 
that will appear radical to many readers, 
but which have apparently produced satis- 
factory results. 


Considering the national reputation of 
their store and remarkable growth of its 
business, this detailed account of their inno- 
vations in management will be interesting 
reading to all employers. 

They were impressed with three import- 
ant needs as they faced the probable neces- 
sary increase in size of their organization. 

1. Cementing the loyalty and insuring the 
desire to remain with the store of their 
major associates—the Department Man- 
agers responsible for the _ successful 
operation of the logical sub-divisions of the 
organization. 

2. Training the chief assistants of the 
Department Managers as understudies in 
all operating details, to take the places of 
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their immediate superiors as the need arose, 
and 

3. The inspiration of the entire per- 
sonnel to give of their best towards the 
success of the operation as a whole. 

To meet the first need, the author and 
his brother, the owners of the business, re- 
leased their direct control and to a remark- 
able degree shared it with their major asso- 
ciates, the Department Managers, who with 
the owners comprised the Management 
Board, where all policies are discussed and 
formulated. 


The second need was met by organizing 
the immediate assistants to the managing 
partners into an Operating Committee. 
This Committee has broad operating 
powers, and all matters of detail are al- 
lowed to pass thrqugh the hands of these 
younger men. 

The third step was the organization of 
the entire personnel of the store into a 
Co-Operative Association, “in order that 
our employees should have all the scope 
and authority necessary to assert them- 
selves in the business helpfully to us as 
well as to themselves, and to the fullest 
extent they were willing and ready to go.” 
They administer their own internal affairs. 
They nominate yearly a panel of at least 
six of their fellows who seem to them 
qualified for membership on the store’s 
Board of Directors. From this annual 
panel four are selected by the management 
to serve as Directors. 


The constitution of the Association gives 
the employees unusual powers, under cer- 
tain regulations, to initiate, amend or cancel 
any store regulation. 

The right is given the employees to form, 
within themselves, a Board of Arbitration 
to “hear, determine and have final jurisdic- 
tion over grievances or disputes, including 
such questions as wages, discharges and 
working conditions.” 


Concrete and interesting illustrations of 
the practical workings of the above policies 
are outlined in detail, and the author says, 
“T am secure in the belief that such pros- 
perity as we ourselves have enjoyed is 
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almost wholly owing to the fact that onlf achieved 
people are with us, at least as work ay, together 
ciates, if not yet as actual business part employer 
ners.” Dr. Fé 
Interesting chapters are included op; [topic of | 
The Employees’ Part in Profits until ve! 
Employee Initiative and Co-operation tirely ne; 
Education and the Business Man realize t 
Constructive Industrial Peace from on 
The Community’s Stake jion peo 
United | 


The book is very readable, and is wel 
worth the attention of the Modern Ey. 
cutive. 


Joun F. PLuuum 





The Regularization of Employment, By 
H. Feldman, Ph. D. Harper & Brey, 
New York, 1925. 427 pages. $3.50, 


Dr. Feldman’s book is the result of ; 
study to determine what has been dom 
within industry to prevent sporadic wp. 
employment. He has attacked the problem 
as one endemic in character rather tha 
of a pandemic nature. His findings as to 
the frequency of irregularity in employ- 
ment are surprising, for he states that ther 
is a growing and increasing  tendeny 
toward more frequent interruptions in 
continuous employment, and that whik 
many wage earners are never out of a job, 
there are frequent extended periods wha 
they are without work. 


The effect upon the workers of sucha 
condition is thoroughly analyzed froma 
psychological and sociological viewpoint, 
and the results upon industry and society 
from an economic standpoint are admirably 
handled. 


The ramifications of the problems it- 
volved in the “Regularization of Employ- 
ment” are astounding, extending from fre- 
quent changes in millinery, to the vagaries 
of taste for confections. 


management itself. 


The most com 
mon cause according to Dr. Feldman how 
ever, is the indifference to the question by 
A most hopeful sign 
is the earnestness with which the difficul- 
ties have been attacked by many employers 
in the United States, and the succes 
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achieved by the various methods employed, 
together with the benefits derived by the 
employer as well as the worker. 

Dr. Feldman has produced a book on a 
topic of utmost importance, a subject which 
mtil very recently has been almost en- 
tirely neglected in this country. When we 
ralize that it is estimated that there are 
fom one million to two and one-half mil- 
tion people always out of work in the 
United States, through no fault of their 
own, and that this condition is largely 
preventable, we have a situation which 
deserves the study and attention of all 
thinking people. 

To those in the industries where employ- 
ment fluctuations are common, many help- 
ful suggestions and solutions will be found 
toward the elimination of this difficulty. 

The book is easily read and adds much 
to the literature published in the interest 
of the scientific solution of industrial rela- 


'B tions and economic problems. 


L. J. ZoELLer, Supervisor, 
Employees’ Service Dept., 
The Procter & Gamble Co. 





Can Business Prevent Unemployment? 
By Sam A. Lewisohn, Ernest G. Draper, 
John R. Commons, Don D. Lescohier. 
Alfred A. Knopf, New York, 1925. 226 
pages. $2.00. 


Whatever thoughts one may have on this 
subject he should not form a definite con- 
dusion until he has read this book in 
which the authors attack this problem from 
pthaps a new angle. They contend that 
wemployment is a needless waste and that 
a reduction of unemployment is usually 
reflected in the balance sheet by an in- 
crease of net income. 

In Chapter II, “How Some of Us Have 
Met Unemployment,” the authors suggest 
that to a very considerable extent unem- 
ployment is caused by the neglect and lack 
of sufficient attention to the problem on 
the part of management. 

Before citing definite cases where unem- 
tloyment has been reduced, they divide them 
ito three classes—seasonal, casual and 
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cyclical. These different classes are cov- 
ered in a broad way and actual experiences 
of various nationally known concerns are 
cited. 


The field covered is so broad as to in- 
clude almost every type of industry and 
even going so far as to include a partial 
list of organizations which are able to give 
expert advice upon the subject of business 
stabilization. 

The acknowledged facts of unemploy- 
ment are covered in Chapter III under the 
following headings: 


1. Available employment for wage- 
earners increases steadily year by year as 
the country grows and develops. 

2. American Industry Most Unsteady. 
This is proven by statistics. 

3. What Causes Idleness? 

4. The Story of Four Years—1920- 
1924. 

5. Some Figures About Unemployment. 

6. Different Causes but the Same Re- 
sults. 

7. Is Every Business Different? Facts 
are shown that tend to prove that each 
company in each industry has its own 
business cycle fluctuation and that each 
company has its own seasonal fluctuation. 

8. Can Work Be Dovetailed? 

9. Are American Business Men Fatal- 
ists? 

In Chapter IV cases are cited which 
show clearly that unemployment is too ex- 
pensive and costly to employers of the 
United States, also tremendously so to the 
wage-earners. It breeds waste and irreg- 
ular workers. It disrupts the morale of 
workers and finally puts a burden on so- 
ciety in general which cannot be reckoned 
in dollars and cents. 

Chapter V, Public Policies to Relieve 
Unemployment. 

There are great possibilities in the use of 
public works to alleviate unemployment but 
the work must be carefully planned in ad- 
vance and be free from politics, to accom- 
plish effective results. 

Chapter VI, Insurance Against Unem- 
ployment. 
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This subject is very extensively treated 
in the closing chapter. 


In that it has been tried in such a small 
way in the United States, although it has 
been established in eighteen foreign coun- 
tries, it is somewhat difficult to say defin- 
itely the best type, but all agree that the 
cost of unemployment insurance would, of 
course, be a direct addition to the operating 
expenses, but in the long run the cost of 
such insurance would be more than com- 
pensated for by the increased business 
profits which would result from increased 
stabilization. Different plans are outlined 
and the results accomplished are cited. 

Should one care to study this subject 
further, a splendid bibliography furnishes 
references to some of the best sources of 
information upon all sides of the question 
discussed. 


R. J. Fariey, Vice-President, 
The Upson Company. 





Economics of Public Utilities. By L. R. 
Nash. McGraw-Hill, New York, 1925. 
413 pages. $4.00. 

For some years past the author of this 
book has been lecturing on the subject of 
public utility economics before groups of 
students in Boston under the auspices of 
the Massachusetts Department of Educa- 
tion. The lectures have proved stimulat- 
ing and instructive to employees of the 
Boston Elevated Railway, the Edison 
Electric Illuminating Company of Boston 
and other utilities. The present book is 
undoubtedly an outgrowth of the studies 
made in connection with these lectures 
although Mr. Nash has been a careful 
student of the general subject for many 
years. He has a country-wide reputation 
for scholarly thoroughness and this will 
be enhanced by his “Economics.” Its 
standing is indicated by its prompt adop- 
tion as a reference text in the Graduate 
School of Business Administration of Har- 
vard University. It occupies a field of its 
own and presents the public utility view of 
its subject with vigor and authoritative- 
ness, and in interesting style. 
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Just what the subject of economics com. 
prises isnot easy to state, but Mr. Nash's 
own definition as given in his lectures jg 
“the managing of domestic, commercial or 
political business.” “A public utility,” sayy 
Mr. Nash, “is an enterprise which uses 
public streets and other public property 
for its structures.” He defines public 
utilities from the standpoint of their special 
characteristics, such as high capitalization, 
restricted competition, public nature of the 
service, financial stability, etc. He shows, 
for example, that public utilities create a 
large part of the value of their product in 
manufacture, nearly 90 per cent as com- 
pared with 40 per cent the average of all 
manufacturing. This goes with a high 
ratio of capitalization to annual output of 
the product. The ratio is nearly 5 to 1 
for public utilities as compared with a 
possible 0.7 to 1 for manufacturing. 

Without going into details regarding the 
different topics which Mr. Nash has 
grouped under the general subject “Econ- 
omics,” attention may be directed to those 
which most vitally affect the prosperity of 
the public utility business and the quality 
of public utility service. Among these are 
franchises, capitalization, regulation, valua- 
tion, depreciation and taxation. Mr. Nash 
has made a special study of public owner- 
ship of utilities and devotes a chapter to 
outlining the present situation. The con- 
clusion is that customer ownership, which 
has of late become popular, gives all the 
advantages of public ownership and many 
more. 

This book is suitable for general read- 
ing, for advanced study with the aid of the 
reference material listed at the end of each 
chapter, and for reference regarding defini- 
tions and general principles in this field 
It is in a way a pioneer book and merits 4 
careful reading by managers and other em- 
ployees of public utilities, by public off- 
cials who have to do with the regulation of 
public utilities and all earnest students in 
the field of economics. 

Henry H. Norris, 
Educational Advisor, 
Boston Elevated Railwoy. 
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